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KEY ECONOMIC INDICATORS 
(in millions of dollars unless 


Domestic Economy 
Population (millions) 
Population growth rate (%) 
GDP in local currency 

(million cedis) 
Nominal GDP, Million (USD) 
Nominal GDP per capita (USD) 
Real GDP in local currency 

(% change; constant 1984 prices) 
Consumer price index 

(% change) (1980 = 100) 
Production and Employment 
Industrial production (% change) 
Government budget balance 

(as % of GDP) 
Balance of Trade Payments 
Exports (FOB) 
Imports (FOB) 
Trade balance 
Current-account balance 
Foreign direct investment (new) 
Foreign debt (year end) 

Debt service paid 

Debt service owed 

Debt service ratio as % of 

exports of goods and services 
Foreign-exchange reserves 
Average exchange rate for year 

(cedi = US $1.00) 

Foreign Investment 
Total (cumulative) 
U.S.-Ghana Trade 
U.S. exports to Ghana (FAS) 
U.S. imports from Ghana (CIF) 
Trade balance 
U.S. share of Ghana exports (%) 
U.S. share of Ghana imports (%) 
U.S. bilateral aid 

Economic 

Military 


Principal U.S. exports (1991): 


Principal U.S. imports (1991): 
skipjack tuna ($10.8). 


Sources: 


1989 


14.68 


1346.9 
4.98 
332 


a. 97 


10.9 
77 


829.9 
1052.9 
-223.0 
-i22.5 

15 
3151.0 
448.0 


53.98 
248.0 


270.0 
4050.0 


122.7 
127.4 

-4.7 
15.35 
11.65 


N/A 
N/A 


1990 


35-2 


1609.1 
4.93 
325 


793.4 
1141.2 
-348.0 
-232.8 

a3 
3498.0 
345.0 


43.48 
320.7 


326.2 
8879.6 


138.4 
168.6 
-30.2 
223.25 
12.13 


32.0 
N/A 


15.6 
3.4 


2358.7 
4.91 
338 


992.7 
1294.2 
-301.5 
~219.9 

20 
3777.0 
285.0 


28.71 
480.4 


376.0 
N/A 


142.0 
151.6 

-9.6 
13.27 
10.97 


41.0 
1.2 


Projected 


1992 


1050.4 
1358.4 
-308.0 


22.5 
4097.0 
171.0 


Aluminum oxide ($19.4), petroleum coke 
($13.8), rolling mill parts ($7.0), drilling platforms ($6.0), wheat ($5.4). 


Cocoa beans ($65.0), diamonds ($56.0), 


IMF, IBRD (national income and production, U.S. Department of 
Commerce (U.S. share of trade), U.S. Agency for International Development, 
Ghana’s Ministry of Finance and Economic Planning, Statistical Services or 
Quarterly Digest of Statistics. 





SUMMARY 


In 1991 Ghana‘’‘s economic growth rebounded from a relatively modest level in 1990 
and returned to the 5 percent level averaged throughout most of the nine years 
since the inception of the Economic Recovery Plan (ERP) in 1983. By year-end 
average inflation had fallen below 20 percent, down from 35 percent in 1990. The 
balance-of-payments surplus increased from $85 million to $130 million, and foreign 
public debt arrears were totally eliminated. Shifting debt from short-term conven- 
tional to long-term concessional financing reduced the burden of serviciny Ghana’s 
increased foreign debt. Budget shortfalls have been exacerbated by a 50,000 metric 
ton shortfall in the 1992 cocoa harvest. The projected trade balance for 1992 is 
-$308 million. Terms of trade for Ghana’s leading exports, cocoa and gold, 
continue to deteriorate. 


Presidential and parliamentary elections took place in the fourth quarter of 1992 
with constitutional rule due to be restored in January 1993. In the presidential 
elections, Provisional National Defense Council (PNDC) Chairman Jerry Rawlings won 
58 percent of the vote, and the four opposition party candidates won 42 percent. 
Despite irregularities, international observers concluded that there was no reason 
to doubt the validity of the results. All four opposition parties claimed fraud, 
however, and violent confrontations between opposition and government supporters 
erupted in several areas. In protest over the presidential election, the opposi- 


tion parties boycotted the parliamentary elections, and the pro-government parties 
won nearly all 200 seats. 


U.S.-manufactured products and equipment enjoy a considerable market acceptance in 
Ghana. High shipping costs from North America affect their competitiveness with 
European and Asian goods. Low purchasing power and limited access to credit 
constrain imports in general. Commercial opportunities arise from donor-financed 
projects designed to rehabilitate infrastructure and improve basic services. Major 
efforts are in place to include all 110 district capitals on the national electri- 
cal grid, extend telephone service, and improve roads and bridges. Authority for 
carrying out major infrastructural projects rests with the central government. 


BACKGROUND 


Ghana is a coastal West African country, rich in natural and human resources, with 

a current estimated population of approximately 16 million people. Annual 
population growth is variously reported to be between 2.6 and 3.4 percent. At its 
independence in 1957, Ghana enjoyed a productive, modestly diverse industrial base, 
sound infrastructure, and strong social services, supported by substantial hard 
currency reserves. The weak leadership of a series of civilian and military regimes 
resulted in a neglected rural sector, an underdeveloped industrial sector, a 

swollen public sector draining the government’s coffers, scarcities of food and 
basic consumer items, rampant corruption, and an overvalued currency (the cedi) 
which inhibited exports. Private interests were in jeopardy of summary expropria- 
tion. In the midst of a severe drought and the forced repatriation of approximately 
one million Ghanaians expelled by Nigeria in 1982, the economy verged on collapse. 


Beginning in 1983, the government recognized the need for radical economic reform, 
abandoned much of its socialist rhetoric, and launched the Economic Recovery Program 
(ERP) with the support of the World Bank, the International Monetary Fund (IMF), and 
the international donor community. With the economy largely stabilized by 1987, 
reform entered a new phase with the adoption of a Structural Adjustment Program 
(SAP) that the Government of Ghana (GOG) has maintained consistently to the present. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Since 1983 the Ghanaian economy has shown consistent growth and overall stability. 
The average Ghanaian in the work force has experienced the scarcity of the early 
1980s as well as the gradually improved conditions as reform measures have taken 
hold. Entrepreneurial skills at the small-scale level are well established in 
Ghana; however, development of medium- and large-scale enterprises has been lacking. 
The largest private companies in Ghana trace their roots to British or other 
European antecedents. The national tendency to link conspicuous business success 
with corruption has caused many entrepreneurs to adopt a low profile in their 
business dealings and to integrate business operations horizontally rather than 
vertically, to avert the attention of tax auditors and public tribunals charged 
with adjudicating economic crimes against society. 


Belated appreciation for the importance of the private sector has been gained in 
the latter years of PNDC rule, however, privatization of inefficient state-owned 
enterprises has been more an ideal than a reality. Government decisions to 
privatize many companies in the productive sector tend to be painstaking and 
time-consuming. Appreciation for Ghana’s need to compete with other capital-poor 
countries to attract foreign investment has been gradual. 


The financial sector remains underdeveloped and ill prepared for the task of mobil- 
izing substantial resources to support national development. Government ownership 
stifles the development of most commercial, merchant, and so-called development 
banks. Informal credit systems help correct systemic illiquidity that renders 
formal bank credit unavailable to the average business person. A World Bank 
structural adjustment credit aimed at strengthening the financial sector challenges 
the GOG to develop viable strategies for privatizing the banking industry. 


Production and income: Per capita gross national product remains stable at an 
annual level of $390. Worker productivity is regarded as low to moderate in 
unskilled production and moderate to high in skilled occupations. The GOG 
announced the decision in 1991 to monetize the value of work-related perquisites 


granted to employees. However, both the public and private sectors have been 
delinquent in complying with the law. 


Agriculture: Agriculture accounts for 50 percent of gross domestic product, employs 
two-thirds of the labor force, and yields more than half of all exports by value. 
Under normal agricultural conditions, the country is nearly self-sufficient except 
for imported rice, wheat, fish, and beef. Farming on small landholdings is the 
norm. Cocoa is the principal cash crop followed by copra, peanuts, pineapples, kola 
nuts, coffee, cotton, and sheanuts. Considerable potential exists for development 
of nontraditional agricultural exports including pineapples, tomatoes, shrimp, fish, 
soybeans, cut flowers, and value-added timber products. Shortages of feed and the 
prevalence of insect-borne disease limit poultry and beef production, respectively. 


Ghana‘s status as the world’s third leading cocoa producer would be threatened by a 
repetition of 1992’s poor cocoa harvest which yielded only 242,000 metric tons (mt), 
down from approximately 282,000 mt in the previous year and 50,000 mt below earlier 
forecasts. World cocoa reserves remain high, and the market for Ghana’s cocoa 
continues to be soft; however, the best Ghanaian cocoa continues to earn a premium 
on the world market. The PNDC Government has been responsible for increasing the 
share of the f.o.b. price for cocoa paid to the farmer to about 50 percent, up near- 
ly 40 percent from 1987-88 levels. In 1992, the GOG announced a decision to intro- 
duce further market factors by privatizing the domestic sale of cocoa to the Cocoa 





Marketing Board and offering the sale of cocoa estates to private sector interests. 


Mining: Ghana is endowed with abundant mineral reserves of diamonds, gold, 
manganese and bauxite. Ghana, formerly the Gold Coast, remains the fifth leading 
world producer of gold. Annual output of gold in 1992 exceeded 835,000 ounces with 
the industry leader, Ashanti Goldfields Ltd., producing approximately 600,000 
ounces through surface and subsurface mining near Obuasi in the Ashanti region. 

The Pioneer Group of Boston invested in a new surface mine operation near Tarkwa in 
the Western Region. Known as Teberebie Goldfields Limited, it reached an annual 
production level of 100,000 ounces in 1992. The GOG has worked to draw small scale 
mining operations into legitimate production through the award of concessions under 
long-term lease and the routine sale of artisanal mining output to the Precious 
Minerals Marketing Corporation, a parastatal. 


Nearly 690,000 carats of gem, near-gem, and industrial quality diamonds were mined 
in 1991. The largest producer was Ghana Consolidated Diamonds (a state corporation 
now seeking to privatize its production and marketing by selling shares to a 
consortium which includes the U.S. company, Lazare-Kaplan International). 


Manganese production fell to 308,000 tons in 1991, and bauxite output dropped below 
325,000 tons. 


Timber: Forest products represent Ghana’s third leading export with 1991 sales 
valued at $140 million. A substantial but shrinking percentage of the value of 
exports (70 percent) consists of billets (rough timber) with the remainder comprised 
of enhanced products, including chipboard and veneer. Legislation in effect will 
forbid the export of raw timber by 1994. The most important hard woods in the ex- 
port trade are mahogany, iroko, samba and sipo. Deforestation has reduced forest 


land from 8.2 million hectares around 1900 to about 1.7 million hectares today. 


Industry: Ghana’s industrial sector is constrained by the limited size of its 
domestic market, general high costs of production, intense foreign competition, and 
lack of access to long-term credit. Many companies were established when the cedi 
was significantly overvalued and have not adjusted well to producing in a liberal- 
ized trading and exchange environment. Other companies are in financial jeopardy 
because they assumed long-term dollar-denominated debt (through credits extended by 
donor organizations) at a time when the cedi was stronger against the dollar. The 
strength of Ghanaian industry remains in the production of consumer items such as 
cigarettes and beer as well as construction materials, particularly cement. Much- 
needed rehabilitation of industrial plants has been delayed by lack of available 
working capital or alternative financing. Productive industries are frequently 
obliged to finance long-term capital improvements with short-term borrowing. To 
date, venture capital, government discount houses, finance companies, and the stock 


exchange have not proved to be effective in raising capital to support expansion of 
the industrial sector. 


Infrastructure: Ghana has approximately 20,000 miles of main roads, about 
one-third of which are paved. Secondary and feeder (tertiary) roads are difficult 
to maintain and often become impassable in the rainy season. The poor condition of 
roads results in a considerable loss of agricultural revenue, as goods often spoil 
before delivery to markets. The U.S. Agency for International Development (USAID) 
supports the Feeder Road Authority in the Ministry of Roads and Highways, providing 
about one-sixth of the annual budget for feeder road rehabilitation. An 800 mile 
rail system links Kumasi, Takoradi, and Accra, with the western leg serving as the 
main route for the transport of cocoa, minerals, and cocoa to the port of Takoradi. 
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Energy: Outstanding hydroelectric resources support Ghana’s industrial base. 

About one-half of the power generated by the hydro-dam at Akosombo is used by Volta 
Aluminum Company (VALCO) for its aluminum smelting operations. Although the 
domestic electrical grid has been extended -to include communities in the Northern, 


Upper East, and Upper West regions, Ghana continues to export electricity to Cote 
d‘Ivoire, Togo, and Benin. 


The domestic oil company, the Ghana National Petroleum Corporation, conducts 
exploratory offshore drilling for oil and gas and recently announced that daily 
production in the South Tano Basin had reached the level of 6,000 barrels per day. 
Ghana refines residual fuel oils for export but is reliant on Nigeria for the bulk 
of its petroleum imports. 


Money and prices: Average inflation for 1991 was 19.8 percent, a big improvement 
over the 37 percent figure for 1990. A good 1991 harvest, coupled with the 
government’s ability to manage the slightly higher cost of petroleum imports, 
contributed to more stable prices. The Bank of Ghana (BOG) lifted bank credit 
ceilings in January 1992. ‘Tight government controls over the financial sector 
continued to restrain liquidity; however, high lending and interest rates began to 
moderate during 1992. The rediscount rate was lowered to 20 percent at mid-year. 
By year-end positive interest rates on savings were the norm. 


Exchange rates: In 1992 the cedi depreciated about 33 percent against the dollar, 
compared with less than 1.5 percent in 1991. The Ghana Foreign Exchange Auction 

was eliminated in March 1992 to foster more reliance on interbank and private bureau 
sales of foreign exchange. The BOG provides daily quotations for the opening sales 
of hard currency from its reserves. The BOG meets its hard currency requirements 
through cocoa export revenues, a percentage of gold export earnings, and donor aid. 


Trade and payments: Ghana’s overall trade account stood in deficit in 1991 as 
exports failed to keep pace with imports. Remissions from Ghanaians living abroad 
plus donor aid helped the supply of hard currency. As of March 1991, all companies 


are authorized to remit profits, dividends, and returns on investment without BOG 
approval. 


Outlook: Ghana continues to offer considerable promise for continued economic 
development; however, the success of the economy for the remainder of the decade is 
by no means assured. The GOG has discussed with donors strategies for accelerating 
the pace of Ghana’s growth throughout the remainder of the decade to an 8-10 percent 
annual level. Recent budgets have encouraged greater domestic savings and increased 
foreign and domestic investment required to sustain growth at increased levels. A 
series of austerity budgets imposed throughout the life of the ERP has helped turn 
the economy around but has also left elements of the population wondering when the 
sacrifices will translate into a true economic take-off for Ghana. 


The economy remains highly dependent on foreign aid and vulnerable to deteriorating 
world prices for Ghana‘’s principal exports. Critics charge that the government has 
sacrificed food crop production at the expense of cocoa exports. The prospect of 
periodic droughts continues to cast a shadow over Ghana’s agricultural self- 
sufficiency. Ghana remains reliant on imported petroleum, primarily from Nigeria. 


Restoration of democratic rule brings with it prospects for a new, more confident 
business environment, which, if supported by sound macroeconomic decision-making, 
should promote risk-taking and assist the creation of new jobs -- neither of which 
were notable features of the economy under PNDC rule. 





In 1991, the international aid pipeline provided about $670 million in external 
resources. While assistance levels generally depend on a host of extrinsic 
factors, the restoration of a democracy, particularly if accompanied by a 
well-managed and honest government, bodes well for the continuation of aid at 
existing levels at least in the near term. 


IMPLICATIONS FOR THE UNITED STATES 


U.S.-Ghana trade: United States exports to Ghana increased 3 percent to $142 
million while Ghanaian exports to the United States shrank by 10 percent to $151.6 
million. Leading U.S. exports to Ghana include aluminum oxide, petroleum coke, 
rolling mill parts, oil drills and platforms, wheat, and used clothing. Principal 
imports from Ghana include diamonds, cocoa, tuna, manganese ore, and wood products. 
The United States is Ghana’s third leading supplier of goods and services. 


Other suppliers: The United Kingdom is Ghana‘’s largest supplier of goods and 
services, largely due to colonial ties. Export credit lines, tied aid, and 
pro-active financing from U.K.-based banks assist its exports to Ghana. Germany, 
France, Italy, and Japan are increasing their market shares with exports often tied 
to aid programs. Agricultural exports to Ghana from the European Community 
continue to be heavily subsidized. Europe and the United States are the main 
suppliers of machinery, heavy equipment, commercial vehicles, and consumer goods, 
while Japan and Korea dominate the automotive and consumer electronics industries. 


Import environment: Import restrictions and foreign exchange controls have been 
virtually eliminated. However a few items, including beer and stout, cigarettes, 
cement pipes, roofing sheets, and asbestos, are prohibited or effectively excluded 
by high import duties or taxes. Importers must file an Import Declaration Form 
affirming that transactions will be conducted in compliance with Ghanaian law. 
Importers must also present a tax clearance certificate before clearing their goods. 
In 1992, Ghana began enforcement of a stricter product labeling law for all 
categories of imports, including food, beverages, pharmaceuticals, and durables. 
Imports must show the point of origin, date of manufacture, ingredients, and 
expiration date (if perishable). 


While security at the ports of Tema and Takoradi has improved, handling and customs 
delays as well as pilferage remain significant. Preshipment inspection by the 
Societe Generale de Surveillance is required fcr all consignments valued in excess 
of USD 5,000 f.o.b. Any required local testing of imports is conducted by the 
Ghana Standards Board or the Pharmacy Board. Such local testing is mandated to be 
conducted within a week; but substantial delays are the norm. 


U.S. export opportunities: Opportunities for U.S. exporters exist among projects 
financed by foreign donors, such as the World Bank, African Development Bank, U.S. 
Agency for International Development, United Nations bodies, and Arab donors. 
Projects requiring engineering and consulting services or specialized equipment 
frequently go to tender; however, some sole-sourcing and irregular government 
procurement occurs as well. Occasionally, ministries will circumvent the official 
procurement process in the interest of expediency, contracting with familiar 
suppliers or companies that aggressively pursue contracts through their local 
representatives. 


In the Embassy’s judgment, the best prospects for U.S. exporters include mining, 
earthmoving, and construction equipment; telecommunications equipment, including 
switching systems and receiving stations; computer software, hardware, and 
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peripherals; forestry and woodworking equipment; pharmaceuticals; food processing 
and packaging equipment; light and heavy trucks; commercial aircraft; air 
conditioning and refrigeration equipment; management, engineering, and consultancy 
services; and agricultural commodities. Active markets exist for various smaller 
ticket items such as packaged foods, used clothing, cosmetics, and hair care 


products. Price and financing are key considerations, especially where sales are 
not linked to donor assistance. 


U.S. investment: With a replacement value estimated at over $500 million, the 90 
percent U.S.-owned VALCO aluminum smelter is the largest foreign investment in 
Ghana. Other U.S. businesses are involved in manufacturing, mining, fishing, and 
fish processing. The Overseas Private Investment Corporation offers insurance, 
guarantees, and financing to U.S. investors in Ghana, and the USAID Trade and 
Investment Program will support expanded investment by assisting with the 
development and financing of investment proposals. 


Investment climate: The 1985 investment code is the definitive legislation for all 
but the minerals and petroleum sectors. On the recommendation of a private sector 
advisory group, this code was amended in September 1992, with the aim of removing 
many of the bottlenecks which served as disincentives to foreign investment. The 
amendment includes the repeal of the requirement for an enterprise to have some 
Ghanaian participation unless it is a net foreign exchange earner, the reduction of 
the minimum foreign capital requirement for joint ventures from $60,000 to $10,000 
and of the minimum equity capital for a wholly foreign-owned enterprise from 
$200,000 to $100,000. In addition, the amendment reduced the number of sectors 
reserved for Ghanaians from 24 to 4. The remaining restricted sectors are taxi and 
car hire services, pool betting and lotteries, beauty salons and barber shops, and 
petty trading and selling in a market or from a kiosk. 


Foreign investments in mining and petroleum come under the jurisdiction of the 
Mineral Commission and the Ghana National Petroleum Corporation and are governed by 
separate laws. All other investments come under the jurisdiction of the Ghana 
Investment Center. The investment code offers favored treatment to investors in 
agriculture, manufacturing, tourism, and construction. 


Other considerations: Inputs can be expensive, and utilities (water, electricity, 
and communications) are not fully reliable, even in urban areas. Remittance of 
dividends occurs through the commercial banks, although retention accounts are made 
to funnel cocoa and considerable gold earnings to the Bank of Ghana. Prospective 


investors should seek a clear explanation of their right to remit profits and 
repatriate capital. 


U.S. investment opportunities: Among the most attractive areas for prospective 
U.S. investors are gold and diamond mining, tourism, agribusiness, aquaculture, oil 
and gas exploration, refrigeration and cold storage systems, and equipment 

leasing. More information on trade and investment opportunities is available from 
the Ghana Desk at the U.S. Department of Commerce in Washington, D.C. or from the 
Commercial Section of the U.S. Embassy in Accra, Ghana. 








